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Via Facsimile (202) 632-5168

The Honorable Andrew C. Barrett
Commissioner
Federal Communications Commission
1919 M Street, NW Room 826
Washington, DC 20554

Re: Personal Communications Services

Dear Commissioner Barrett:

I am writing you on behalf of my client, Jorge Mas Canosa, a prospective applicant for
the new Personal Communications Services (PeS). On Tuesday, May 31, 1994, we are meeting
with Commissioner Ness and Commissioner Chong to discuss minorities' and women's
participation in PeS. Ifat all possible, we would like to meet with you to express our concerns
about recent reports that the FCC may not adopt critical mechanisms which are necessary to
implement the statutory requirement of Section 309 (j)(4)(D) of the Communications Act.

We believe PeS will create an historic and unique opportunity to expand the ownership
and control of our telecommunications industry to include minorities and women. However, in
order for minorities and women to playa meaningful role in PeS, and to raise the requisite
capital to compete in the PeS marketplace, the Federal Communications Commission must
implement a multi-level flexible approach including a 30 MHz set-aside on the MTA basis,
installment payments and tax certificates.

I am forwarding you by this letter a generic financial cost analysis of constructing a PeS
for Miami. Please note that this cost analysis does not include the price of the acquisition of the
frequencies through the auction process of any operating costs. While the analysis was done for
the Miami MTA and inclusive BTAs, we believe it is a fair generic representation of most major
markets around the country. As you will note, the analysis includes the following variables: a
30 MHz system, 20 MHz systems and 10 MHz systems. In addition thereto, each frequency
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(but not all of the BTAs).

The significant conclusion that can be drawn from this analysis is that the cost of
construction alone even for the smallest alternative, Le., a 10 MHz block on the Miami BTA
basis is in excess of $33,000,000. I think: it is fair to state that this will exceed the financial
capacity of any Designated Entity that is interested in pursuing participation of PCS in Miami.
While it is true that the cost for the smaller BTAs are significantly less, such a system in Fort
Pierce which would only cost a little over $3,000,000, when viewed on a potential subscriber
basis as a stand alone operation, this is simply an invitation for economic disaster. Thus, one
must fairly conclude that the operating assumption by some Designated Entities that they want
the FCC to establish the smallest possible set-aside to ensure their ability to independently own
and operate a PCS system is simply not economically feasible. Furthermore, I believe that any
PCS system without at least approximately 30 MHz of spectrum will be difficult to finance.

I would also like to advise you that in light of the recent concerns that have been
expressed by the FCC staff on the constitutionality of set-asides, we are in the process of
preparing an updated constitutional legal Memorandum discussing the constitutionality of set­
asides. This Memorandum is being prepared by Arthur England who is the former Chief Justice
of the Florida Supreme Court. A copy of the Memorandum will be forwarded to you within the
next few days.

In this context, it is critical that the FCC focus on the evaluation of whether or not any
bidding credit is economically the functional equivalent of a set-aside. We strongly believe that
the answer is no. This belief is supported by the fact that it is overwhelmingly likely that the
major telecommunications entities in this country, including MCI, Sprint, and the various Bell
operating companies, will overbid the value of the frequencies due to their own strategic needs.
Thus, just as we saw in the Paramount acquisition, the real market value and the ultimate
acquisition cost will be very significant. While it is true that Paramount represented the last
major studio available, it is also true that neither Mr. Diller nor Viacom required Paramount for
economical survival. This is not the case when it comes to PCS. Most Bell operating companies
and long distance carriers view PCS as critical to the economic survival. Thus, not only will
they overbid the fair market value, as was the case in Paramount, but I think it is safe to say that
when it comes to survival they will bet the ranch if necessary. Accordingly, it is simply
impossible to, at this stage, estimate what a necessary bidding credit will be in order to
overcome the anticipated economic survival overbidding. Thus, bidding credits are simply not
the functional equivalent of set-asides. As a result, bidding credits cannot fulfill the
Congressional mandate to ensure that Designated Entities participate in PCS.

I will call your office today to schedule a meeting at your convenience.



The Honorable Andrew C. Barrett
May 27,1994
Page Three

Pursuant to FCC rules and regulations, I will file with the Office of the Seeretary an
appropriate Ex Parte Memorandum of this letter.

Sincerely yours,

~/5
Matthew L. Leibowitz
Counsel for MasTec, Inc.

MLUmdr

Enclosure

cc: Jorge Mas Canosa, Mas Tee, Inc.
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